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ILmBE DiS miCY MUNICIPALITY 
STATIHM^NT OF FINANCIAL POSITION 
As at30 Juna 2016 



Note 

2015 

2014 



n 

Ft 

ASSETS 




Ciirfont Assets 




Cash and cash equivalents 

3 

31 863 096 

44 838 379 

Trade and other receivables from e^cchange transactions 

2 

136 201 879 

110 077 G74 

Trade and other receivables from non exchange transactions 

4 

74 186007 

19 446 509 

Inventories 

6 _ 

14 941 091 

7 078 439 

Total current assets 

- 

267 192 073 

181 440 400 

Noivcurrentassots 




Non-current receivables 

7 

- 

17 307 

Long term Investments 

8 

22 082 423 

21 649 063 

Glher non-current rinanclal assets 

5 

100 

100 

Property, plant and equipment 

10 

1 572 404 511 

1 056 102 421 

Intangible assets 

12 

4 579 024 

6 010 666 

Heritage Assets 

11 _ 

205 578 

205 578 

Total noiFcurrent assets 

— 

1 600 261636 

1 083 885 135 

Total assets 

.on 

1 857 463 708 

1 265 325 636 

LIABILITIES 




Current liabilities 




Trade and other payables from excitange transactions 

13 

266 886073 

181 338 385 

Trade and other payables from non - exchange transactions 

14 

9767 521 

23 475118 

Current portion of borrowings 

15 

1 516 041 

3115127 

Current portion of finance lease liability 

16 

0426370 

1452 292 

Current portion of employee benefits 

37 _ 

801 472 

671 000 

Total current current liabilities 

— 

207 390 376 

209 961 923 

Noipciirrent liabilities 




Non-current borrowings 

16 

80 866 402 

86 268 717 

Non-current finance lease liability 

16 

23 196 864 

441 046 

Employee benefits 

37 __ 

6 470165 

6114 000 

Total non-current liabilities 

— 

119 533 421 

92 823 764 

Total liabilities 

z 

406 931 797 

302 775 686 

Net assets 


1450 621 912 

962 649 850 

NET ASSETS 




Accumulated surplus 


1 450 521 012 

962 649 850 


1450 521 912 962 649 850 


Total net assets 


\LmBB PISTRIGT f/iUMIGIPALlYY 
STATI=f;1}'NT OF FINANCIAL PIsRFORIVIANCB 
As fit 30 Juris 2016 



Note 

2016 

2014 



R 

R 

Revenue from exclian^je transactions 

“ 

170 238 980 

153 909 730 

Service charges 

17 

145 000 897 

102 904 759 

Rental of facilities and equipment 

18 

17 756 

- 

Inleresl earned * external Investments 

19 

3614 065 

4401 310 

Interest earned - outstanding receivables 

20 

14 393408 

13119710 

Other incxjme 

22 

7 212 866 

33 483951 

Revenue from non exchange transactions 

712 659 888 

565 222 234 

Government grants and subsidies 

21 L 

712 653888 

565222 234 | 

Total revenue 


882 698 668 

719131 964 

expenses 




Employee related costs 

23 

153 413 213 

134 335698 

Remuneration of councillors 

24 

8689 686 

6 629 534 

Bad debts 

2 

40409419 

18 547 232 

Depredation, Impairment and amortisation 

25 

^137 521 017 

340 050 903 

Repairs and maintenance 


62 721 282 

33 074 341 

Finance costs 

26 

11 246 933 

9 266 946 

Bulk purchases 

27 

74440680 

72 296 236 

Gontmcted services 

28 

66 716 671 

65 537 666 

Grant Expenses 

29 

34 217 638 

35 317924 

General expenses 

30 

89 021612 

77 217 476 

Total expenses 


394166 016 

792 273 864 


Gain /(loss) oh sale of assets 
Forex galn/jloss) 


466 751 099 (74223 627) 


15 392 (999 838) 

(6 245) (81899) 


JLIHIVIBE DISTRICT l^'IUNICIPAtlTY 
STATEMEMT OF CHANGES IN NET ASSETS 
«t 30 Juno 2016 


IDWl Accumulated 
SurpUis/(DeflcU) 
Total 

Note 


Balance at 30 Juno 2013 
prior year adjustments 
Restated Dalanco 


31 


1 076 355 276 
(39 695 276) 
1 030 760 000 


Surplus / (deficit) on revaluation of property of property, plant and equipment 
Oilier items 
Other Hems 

Transfers to / from accumulated surp|us/(deficlt) 

Surplus / (deficit) for the pertod 
Balance at 30 Juno 2014 


(74 210 152) 
902 540 849 


Correction of prior period error 

Restated balanco . . < 

Net gains and losses not recognised In the statement of financial performance 
Transfers to / from accumulated surplus/CdeficU) 


31 (445 899) 

962 1Q3 949 


(334 037) 


Surplus / (deficit) for the pertod 
Balanco at 30 Juno 2015 


48Q 751 999 
1450 621 912 
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\LmBB DISTRICT MUNICIPALITY 
CASH FLOWSTATIHIVieNT 
As «t 30 Juno 2Q1i> 



JDM 

lOM 

Note 

2016 

2014 


R 

R 

Receipts _ 

734 086 707 

712 854 466 

Sales of goods and services 

95232 752 

122 308 653 

Grants 

638852 954 

69D546 813 

Payments _ 

(374 361446) 

(378 531 622) 

Employee costs 

169 935 004 

136428 738 

Suppliers 

214 420442 

242 103 085 

CASH GENERATED FROM OPERATIONS 32 

1359 724 261 

334 322 644 

Interest received 

3614 065 

4 4o'l 310 

Interest paid 

<11 248 933) 

(9 266 946) 

Not casli flows from oporatlrig acllvillos 

352 091 393 

329 457 008 

CASH FLOWS FROM INVESTING ACTIVITIES 



Purchase of fixed assets (PPE) 

(362 938 011) 

(297 726 726) 

Proceeds from sale of fixed assets 

206 000 

- 

Increase In Investments 

(1 433 360) 

(1 433 360) 

Purchase of Intangibles 

(281 156) 

(941 692) 

Net caeh flov/s from Investing activities 2! 

(354 388 127) 

(300101 777) 

CASH FLOWS FROM FINANCING ACTIVITIES 



Repayment of borfovs^ hgs 

(1 582 325) 

(2 958 710) 

Repayment of finance lease liability ^ 

(0 096 224) 

(3 553548) 

Net cas h flows from f ina nclng activities ^ 

(10 678 549) 

(6 512 258) 

Net Increase / (decrease) In not cash and cash equivalents 

(12 976 283) 

22 842 973 

Net cash and cash equivalents at beginning of period __ 

44 838 379 

21 995 406 

Net cash and cash equivalents at end of period 33 ^ 

31 863 096 

44 838 379 


0 


Transfers Recognised - Capital 216 683 000 252 993 674 0 252 993 674 276 684 392 23 690713 9% Accept as immaterial 

Contributions Recognised- Grant amount ineiudes payments relating to 

CapiJa! taste year debtors hence the deemed under 

a Contributed Assets 110 000 000 110 000 000 0 110 000 000 75351400 -34 648 600 -31% expenditure. 
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DISTRICT mwiCIPAUTY 

SUM^MRY OT SIGNIPICANT ACCOUNTING POLICIBxS 
fit 30 June 2015 


1 BASIS OP PREPARATION 

11 STATERIENrOPCOMPlIANGE 

These annual fmancial slalements have been prepared in accordance v/i(h the effective South African Standards of Generaily Recognised Accounting 
Praciiw (GRAP), as approv^ by Itia Minister of Ffnance, fncluding any interpretations and directives issued by tlie Aecounting^andards Board in 
accordance v/i(h Section 122(3) of the Municipal Finance Management Act. (Act No 50 of 2003). 

■nio aCMunting policies applied are consistent with those used to present the previous year’s financial slalemenfs, unless explicitly slated. The details 
of any changes In accounting policies aro explained in Ilia relevant policy. 

1.2 BASIS OF MBASUREIWENT 

The annual financial statemenfs have been prepared on the accrual basis except tor file following material item In the statement of financial position: 


life defined benefit liability Is recognised as the net total of the plan essels, plus unrecognised past service cost and unrecognised actuarial losses less 
unrecognised aduarJal gams and the present value of the defined benefit obligation/ 

Accounting policies for material transactlonsr events or conditions not covered by the Standards or GRAP have been developed in accordance v/ilh 
paragraphs 7.11 and 12 of GRAP 3 Accounting poUctes, changos in accounting ostlrnms and ems. These accounlfr^ policies and the applicable 
disclosures have been b^ed on Internal Sector Accounting Standards (fP$AS) and the South African Statements of Generally Accepted 

Accounting Practice (SA GAAP), Including any Interpretations of such statements issued by the Accounting Pracb’ces Board 


13 FUNCTIONAL AND PRESENTATION CURRENCY 


These annual financial statemenfs are presented in South African Rand, which is the functional currency of the munlclMlIty. All financial Information 
has been rounded to the nearest Rand, 


14 OFFSETTING 

FInanctal assets and liabilities are set off and the net amount presented in the statement of financial position when, and only when, Ilia municipality has 
a legal nght to set off the amounts and Intends ellher to settle on a net basis or to realise the asset and settle the liability simultaneously. 


Revenue end expenses have not been offset except when offsetting Is required or permitted by a standard of GRAP. 


15 GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on the assumpllon that the municipality Wifi continue to oporoto os a going concern for at loo.sl 
the next 12 months. 


16 USE OF ESTIMATES AND JUDGEMENTS 

The preparation of financial statements h conformity v/Sth GRAP requires management to make judgements, estimates and assumptions that affect 
the application of policies and reported amounts assets and liabilities, Income and expenses. The estimates and associated assumptions are based on 
historical experience and various other factors that are believed to be reasonable under the circumstances, the results of which form the basis of 
making the judgements alwulcarry/ng values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from 
these eslimates- 

The estimates and underlying assumptions are reviewed on an on going basis. Revisions to accounting estimates are recognised In the period In which 
the estimate .Is revised if the revision affects only that period, or In the period of the revision and future periods tfthe revision affects both current and 


17 COMPARATIVE INFORMATION 

When the presentation or classification of items In the annual financial statements 1$ amended, prior period comparative amounts are restated The 
nature ar^d reason for the reclassification Is disclosed, Wiiere accounting errors have been Identified In the current year, the correction Is made 
retfospechvely as far as Is pracllcabla, and the prior year comparatives are restated accordingly, tAfiiere there has been a change in accounting policy 
In the current year, the adjustment is made retrospectively as far as Is practicable, and (he prior year comparatives are restated accordingly Tlie 
municipality shall present a comparison of budget and actual amounts as additional budget columns In the primary financial statements only where the 
financial statements and the budget are prepared on a comparable basis, AH comparisons of budget and actual amounts shall be presented on a 
comparable basis to the budget, Tho municipality shall explain in notes to the financial statements the budgelaiy basis and dasslficatfon basis adopted 
in the approved faiidgel (refer note 1.10). 

1,8 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE 

The following GRAP standards have boon Issued but aro not yol offoctivo and have not boon early adopted by (he miinlcIpaHty. Application 
of all of the GRAP standards noted below will be effective from a date to be announced by the Minister of Finance, Tho effaclive dales are 
currenliy im known. 

GRAP IB Segment Reporting - Issued February 201 1 

GRAP 20 Related Party Dlsdosures ^ Issued June 2011 

GRAP 32 Service Concession Arrangemonls (Grantor) •* Issued August 2013 

GRAP 105 Transfer of Functions Between Entities Under Common Control - Issued November 201 0 

GRAP 108; Transfer of Functions Between Entitles Not Under Common Control - issued November 2010 

GRAP 107 Mergers - Issued November 2010 

GRAP lOa.Statulory Debtors * Issued Seplembof 2013 


to 


1.9 ^TAHOAiim. AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED AND EFFECTIVE 

Tim following GRAP standards liavo boon Issued and oro offectivo and have been adopted by the fnifnlcipallty. 
GRAP 25 Eniployco Benefits - effeejivs Of April 2013 


The Impact of the appllcaiion of those standards on the municipality's annual financial sfatements is as follows: 

GRAP 25 ‘ Requirements of GI?AP 25 are similar to the requlfomenls of IAS 19 Employee Benefits applied by the municipaiily during the 2012/13 
financial year except for the fact that GRAP 26 requires actuarial gains and losses to ha recognised (n full [n tho year that they occur and past service 
costs to be recognised as an expense In tiie reporting period in which the plan is amended. No materiaf impact is expected from these changes 


1.10 PRESENTATION OF BUDGET INFORMATION IN THE FI NANGIAt STATEMENTS 

The budget is mainly approved on a cash basis by funcllpnat classification. Tho approved budget covers the period from 1 duly 2014 to 30 Juno 2016. 
The budget and accounting bases for some votes differ. Tho financial stalemenls are prepared on Ihe accrual basis using a classification on tfie nature 
of expanses in (lie statement of financial performance- The financial slalemenls differ from the budget, v/hich is approved on the cash basis. Tlie 
amounts in the financial statements were recast from the accrual basis to the cash basis and reclassified by funclional classification to bo on Urn same 
basis as the final approved budget. The amounts of Ihose adjustments are Identified In note 41. A reconcliiatiort between the actual amounts on a 
comparable basis as presented in the statement of comparison of budget and actual amounts and the actual amounts in the cash flov^ slalemanl for the 
period ended 30 Jur^e 2014 Is presented in note 41. The financial statements and budget documents ere prepared for the same period. There Is a basis 
difference: the budget is mainly prepared on a cash basis and the financial statements on the accrual basis. The reconciliation as required by GRAP 24 
is also shown In note 41 . Tiie statement of comparison of budget and actual amounts is disclosed as a statement in tho annual financial statements. 

Differences between budget and actual amounts are regarded as material when a more than 10% variance exists. 

All material differences are explained in the notes to tho onnuat financial statements. 


2 SIGNIFICANT ACCOUNTING POUCIES 

The following significant accounting policies had been applied consistently during the current and previous reporting period, asset out In note 1.2 

2.1 PROPERTY, PLANT AND EQUIPMENT 

2.1.1 INITIAL RECOGNITION 

Property, plant and equipment are langIbJo non-current assets (including infrastructure assets) that are held for use In tho production or supply of goods 
or services, rental to others, or for administrative purposes, and are expected to be used during more than one year. Items of property, plant and 
equipment are miliaUy recognised as assets on acquisition dale and are Initially recorded at cost. The cost of an item of property, plant and equipment 
Is the purchase price and other costs attributable to bring the asset to the location and condition necessary for it to be capable of operating in the 
manner Intended by the munlclpalily. Trade discounts and rebates are deducted in arriving at the cost. The cost also Includes the necessary costs of 
dismantling and reriioving the asset and restoring the site on which ills located. 

Wi^en significant components of sn item of property, plant and equipment have different useful fives, they are accounted for as separate items (major 
components) of property, plant and equipment. 

\Afhere an asset Is acquired by the municipality for no or nominal consideration (i.o. a nor)-exchange transaction), the cost fs deemed to be equal to tiie 
fair value of that asset on the date acquired. 

Where an item of property, plant end equipment is acqufred (n excliange for a non-monetary asset or monetary assets, cr a combination of monetary 
and nonrmonelary assets, the asset acquired Is initially measured at fair value (the cost). If the acquired item's fair value was not determinable. iVs 
deemed cost Is the carrying amount of the asset(s) given up. 

Major spare parts and servicing equipment qualify as property, plant and equipment wlien the municipality expects to use them during more than one 
period. Similariy, if the major spare parts and servicing equipment can be used only in connection with an item of properly, plant and equlpmenl, they 
are accounted for as property, plant and equlpmenl. 

2.1.2 SUBEQUENT MEASUREMENT - COST MODEL 

Subsequent to initial recognition, items of property, plant and equipment are measured at cost less accumulated depreciation and Impairment losses. 
Land is not depreciated as it is deemed to have an Indefinite useful life. 

Where the munldpality replaces parts of an asset, it derecognises the part Of tho asset being replaced and capitalises the new component 
Subsequent expenditure incurred on an asset Is capilotised when il lncreases the capacity or future economic benefits associated vrilh the asset. 


2.1.3 DEPRECIATION AND IMPAIRMENT 

Depredation is calculated on the depredable amount, using the slrsIghHine method over the estimated useful lives of the assets. Components of 
assets that are significant In relation to the v/hole asset and that have different useful lives are depreciated separately. 

Depreciation commences vriien an asset Is available for use and ceases at the earlier of the dale that the asset is derecognised or classified as held for 
sale in accordance with GRAP 100 Non-current assets held for sale and discontlhued operations. A non-current asset or disposal group is not 
depredated while it is classified as held for sale. 


Infrastructure 

Years 

Other 

Years 

Water 

10-60 

Machinery and equipment 

3-20 

Sewerage 

10*60 

FufoUufo and equipment 

3-50 

Olher 

0 

1 

o 

Motor Vehicles 

4-20 
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TIiG residual value, U^e useful life ef an asset and the depreclalion imlhod is reviewed annually and any changes are recognised as a change h 
aqcoujding ostlinale fn the Stalemenl of Financial Petformarico. 

The niunidpalily tesls for impairment where there Is an Indication that ar> asset may bs impaired. An assessment of whether there Is an Indication of 
possible Impairment Is done at each repoiling dale. Where the carrying amount of on Item of property, plant and equipment is groaler ilian the 
eslin^alcd recoverable amount (or recoverable service amount), it is written down immediately to Its recoverable amount (or recoverable sorvlee 
amounl) and m Impalrmenl loss Is charged to the statement of Pinandal Performance - refer to note 19 for further information on Impairment of assets. 


2.1 A DERGCOGMITION 

Hems of Property, plant and equipment are derecognised when the asset is disposed of or wtren Ihore are no further economic benerds or service 
potential expected from the use of the asset Tt^e gain or loss arising ort the disposal or retirement of an Hern of property, plant and cquipmerd is 
determined as the difference between the sales proceeds and the carrying value and Is recognised in the Statement of Financial Performance. 


2.1,5 LEASED ASSETS 

Leases in terms of which Uve municipality assumes substantially all tite nsks and rewards of ownership are classified as finance leases. Other leases 
are classified as pperatlng leases. Upon Initial recogntljon of assets leased under finance leases, the leased asset is measured at an amount equal to 
the lower of its fair value and the present value of the minimum lease payments. Subsequent to initial recognition, the asset Is accounted for In 
accordance with the accounting poltcy applicable to that asset. 


3 INTANGIBLE ASSETS 

3,11NITiAL RECOGNITION 

An Intangible asset Is an Identifiable non-monetary asset vnthout physical substance, Examples Include computer software, llcer^ces, and development 
costs. The munlclpatily recognises an intanglbie asset in its Slatemartt of Financial Position only v/hen It is probable that the expected future economic 
benefits or service potential that are attribulabte to the asset v/ill flow to the municipality and the cost or fair value of the asset can bo measured 
reliably, 

Iniernally generated Intangible assets are subject to strict recognition criteria before they are capitalised, Research expenditure Is never capitalised, 
while development expenditure Is only capllatised to the extent that: 

* the municipality Intends to complete the Intangible asset for use or sale; 

* It Is technically feasible to complete the Intangible asset; 

* the municipality has the resources to complete the project; and 

* it IS probable that the municipality v/ill receive future economic benefds or service potential. 


Intangible assets are Initially recognised at cost. 

Where an intangible assells acquired by the municipality for no or nominal consideration {l,e. a non-exchango transaction), the cost 1$ deemed to be 
equal to the fair value of that asset on the date acquired. 

Where an intangible asset is acquired In exchange for a non-monetary asset or monetary assets, or a combination of monetary and non-monetary 
assets, tbs' asset acquired Is Initially measured at fair value (the cost), (f the acquired item’s fair value was not determinable, it’s deemed cost is the 
carrying amount of tire assel(s) given up. ‘ 

subsequent 

3.2 SUBSEQUENT MEASUREMENT - GOST MODEL 

fnlanglble assets are subsequently carried at cost less accumulated amortisation and Impairments, The cost of an intangible asset ia amortised over 
the useful life where that useful life is finite. Whore tho useful life Is Indoflnilo, the asset Is not amortised but Is subject to an annual Impalrmer^t test. 


3.3 AMORTISATION AND IMPAIRMENT 

Amortisation Is charged so as to write off the cost or valuation of Intangible assets over their estimated useful lives using the straight line method. The 
annual amortisation rates are based on the follovring estimated average asset lives: 

Computer software and svebsites 2-5 Years; 

The munlcipalHy tests intangible assets v/lth finite useful lives for Impalrmenl where there is on Indication that an asset may bo Impaired, An 
assessment of v/hether there Is an Indication of possible Impairment Is done at eaciv reporting date - refer to note 19 for further Information on 
Impairment of assets. Where the carryifig amount of an item of arj intangible asset Is greater than the estimated recoverable amount (of recoverable 
service amount), It is written down Immediately to Us recoverable amount (or recoverable service amount) and an Impairment loss Is charged Ip the 
Statement of Financial Performance, 

3.4 DERECOGNITION 

Intangible assets are derecognised ^vhen the asset Is disposed of or when there are no further economic benefits or sorvioe potential expected from the 
use of the asset. The gain or loss arising on the disposal or retifement of an Intangible asset Is determined as the difference between the sales 
proceeds end the carrying value and Is recognised In the Statement of Financial Performance. 

4 HERITAGE ASSETS 

4.1 INITIAL RECOGNITION AND MEASUREMENT 

Heritage assets are assets that are normally, held Indefinitely for their unique cultural, environmental, historical, natural, scientific, technological or 
artislic significance for the benefit of future generations. 

Certain heriiago assets are described as inalienable items thus assets which are retained indefinitely and cannot be disposed of without consent as 
required by law of othen'/lse. 

4.2 SUBSEQUENT MEASUREMENT - COST MODEL 

After recognition as an asset, a class of heritage assets are carried at its cost less any accumulated impairment losses. 


4,3 nPPRFCIATION & IMPAmEMENT 

Herllago assets are not depreciated. The municipality assesses at eaclt reporting dale v/hether there Is any Indication tliat a herilage asset may be 
Impaired * refer to note 16 for further information on Impairment of assets. , 

In assessing whether there Is an indication that an asset may be Impaired* the municipality considers, as a minimum, the following Indications: 
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Gxtomat sources of lufornmlloii 

(a) Ourtna the pertod. a hariiago assel's market value has declined skjnificanliy more than \wiad ha expected as a result of the passago of time or 
norma! u SO. 

(b) The abssncG o! an active market for a revalued hefllage essel. 

^ 3 ^ internal sources of Information 

,(a) BvidencG is available of physlcai damaga or delertofallon of a heritage asset 

(b) A decfsion to halt the construction of the henlage asset before it is complete or In a usable form, 

4.4 DERECOGNmON 


The carrying amount of a heritage asset Is derecognised on disposal, or when no future oconomio benefits or service potential are expected from its 
use Of disposal. Tire gain or loss arising from derecognition of a heritage asset is determined as the difference belv/een the net disposal proceeds, if 
any, and the cariying enwunts of the heritage asset Sucli difference is recognised In surplus or deficit v/hen the heritage asset Is derecognised. 


INVENTORiES 

* ^ InveluoriM^fltS^wrrent assets Iwld for sale, consumption or disWbufion during the ordinary course of business. Inventories are iniHaiiy 
recognised at cost. Cost generally refers to the purchase price, plus taxes, frensport costs and any other costs in bringing the tnvenlonas lo Iheir 
cur^nt locaUon and condition. Where inventory Is manufactured, constructed or produced, the cost includes the cost of labour, malanais and 
overheacis used during li^e manufaolunng pr<^ss, 

Whereinventory is acquired by the municipality for no or nominal consideration (I.e. a non-excliange transaction), ilie cost Is deemed to be equal to the 
fair value of Ihe Hem otilha date acquired, 

twSiTnsSSsuiJable stores, taw materials, work-in-progress and finished goods, are valued at the lower of wst and nel^alisable 
value unless they are to be dlslrlbutod at no dr nominal charge, in v/hich case they are measured at the lower of cost and current replacement cost. 
Sdant and slow-moving inventories are ldentified and v/rilten down in this way. Differences arising on the valuation of Inventory are recognised in 
the Statement of Finale! Performance in the year In which they arose. The amount of any reversal of any v/nte-dov/n of Jnventones an 

increase In net reelisabte value or purrenl replacement cost i$ recognised as a reduction In the amount of inventories recognised as an expense m the 
period in whicli the reversal occurs. 

The carrying amount of (nventdrles is recognised as an expanse In the period that the inventory was sold, distributed, writlon off or consumed, unless 
that cost qualifies for capitalisation to the cost of anoiher asset; 

The basis of allocating cost to inventory Items is the weighted average method. 

5,3 WATER INVENTORY 

Wafer Inveriloty represents wafer housed In reseArblrs within the monioipa! area and is measured at tho lower of cost. vAich is deemed to ba fair value, 
^d net reallseble velue. In the absence of a market that trades in water outside of local government, the fair value utilised to quantify water inven o^ 
Is based on the unit reference value. The unit reference value Is a determined by a formula Uiat is uiiiiscd in the engineenng department to calculate 
the developmeht cost of neWsvaler resources. 


6 INVESTMENTS IN CONTROLLED ENTITIES 

In the municipalil/s separate annua! financial stalemenis, Investments In eontrollad entitles are measured at cost. 

7 FINANCIAL INSTRUMENTS 

rfinanciarinSenns any conlracl that gives rise to a finandal asset of one entity and a financial liability or residual interest of another entity. A 
fioBnclal asset is: 

A financial llabiiily is any liabitity that is a contractual obligation to: 

deliver cash Of another financial asset to another entity: or . „ , ut s 

exchange financial assets of financial liabilities v/tih another entily under conditions that are polenfiatly unfavourable to the entity. 

Financial instruments are initially recognised v/hen the municipality becomes a party to tho contractual provisions. Financial assets are recognised 
using Irede date accounting 


Financial Insltumenls are initially measured at fair value and plus transaction costs for financial Instruments at amortised cost or 
usually the transaction cost at the date of recognillon. For financial Inslroments at amortised cost. If the irensacllon cost is not market related i.e. no 
interest Is charged for deferred payments or when the account Is overdue, or Interest charged Is at below- market related rate, the mumclpatity 
dSnes the teir value The fair value Is the present value of the expected future cash llov/s. wilhoot taking Into account any future losses or the 
possibility of defaull, discounted using a market related Interest rate, adjusted for credit risk over the expected iifo of 'he flnenciai 
Lanciat Instruments at fair value, the fair value is determined based on quoted prices In an active market. If there Is nq active market, i is determined 
us^luattTteSu^ linanclat instruments at cost. Ihe financial Instrument Is only measured at cost If the fair value can no he measured 
rettably Where a financial Instrument contains both a liability and a residual lnteresl component, the municipality aJI^tes tho nstruimnl into its 
conwiieM parts. The munlcipelily recognises the liability at its fair value and recognises the residual interest as the di.ference be ween the carrying 
rmSofthetsVunfenl artd the feir vahie of the llebllity eomponenl. No gain or loss Is recognised by separating Iho Instrument Into its components, 

7.3 SUBSEQUENT MEASUREMENT . ■ 

Financial assets and liabilities are subsequently measured either at fair value, or amortised cost or cost using the follovring categones: 

(a) financial Inalrumonls at fair valua 

(b) Financial insifumenls at amortised cost 

(c) Financial inslrumenls al cost 

^ amdif or financial Ii»biliti 09 that oro dorivotivoc , combined inslrumenls that aro riofilona.tnd at fair 

vaterinliremerhoidfrtrXjnan 

instrumerits el cost and non derivative financial assets or financial liabililies with fixed or determinable payments that are designated at fa r value at 
inilial recognition. Financial instrument al fair value are subsequently measured al fair value vath dtanges in fair value recognised in surplus or deficit. 
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‘’"®'’''®' '™'‘'®®"’«' ''avo «xecl or dDlerminablO^paymeots , excluding 

those «« Scipallly desiQilales at reiUalue at Intlial reoqgniKonor are hold fo^ 

r«6asufed at an^ortised cqsl using effecltva intereal ralo molhod. Tlm .effetCtlve inlefasi rale is the rale that oxacUy discounts the estimated cash ^ 
assoelafed wth the financial Inslrtimant through the expected life of the Inslrumattl (or in sonw cases a shorter period) to the ^”^1'!?^'’'°^^ 
NWrSrttlon Financial assets ere subjedto annual impairment review. Refer to note 7.6 for delails on Impairment and oncolleelabilily of finanaal 

assets. 


‘ ' FinanoiaUnstrumenls at cost ere investments in residual interests that do not have a quoted market price In an active markel and whose fair value 
cannot be re Babiy measured. Financial Instruments at cost are subsequently measured at cost if the fair value ^n'tot to ^ 

“nanclai assets are subject to annual impairment review. Refer to note 7.6 for details on impairment and uncolleclabilily of financial assets, 

^ Tto muntcIpaWy dMS not reclassify a financial instrument when it is issued or . except for a combined tnsirument that is required to be measured 
at feir value or an Investment in residual Interest subject to certain requirements. 


GainTand^los^ef on fair value rneasuremenis ,roc|assincations , impairment , derecognition arc recognised in surplus or deficit. 

7.6 IMPAIRMfiNTAND UNCOLIECTABILITY OF FINANCIAL ASSETS 
Financial assets are subject to annual Impairment review as follows: 


7.6x1 FINANCIAL ASSETS AT AMORTISED GOST . . ^ , 

For financial assets at amortised cost; the munlclpalily assesses \yhether there Is any objective evidence that a financial asset or group of 

iq imoairad If there is objective evidence that an Impairment loss on a financial asset has been incurred, the loss is recognised In surplus^or 

deficit TOe munWpalily eseessas financial assets Itoivldualiy, when assets are lirdlvldually slgriiflcent, end individoDlly or coltectw^^^^ 

that fifs not individuallv slcinificahl Where no objective evidence of impalrmenle.xists for an individually assessed asset, (\/hetlier Individually 


origina efferfiwe Inters rata The i^rmem iws i W 

topalrS^IOM fi^gnisedin a previous period should be reversed, U*a munidpaiily reverses the impairment loss previously recognised eilher diteclly 
Of by adjusting an allowance account. 


7x6.2 ^ . j. murtldMlilv assesses whether there (s any objective evidence that a financial asset is impaired. If there Is objeclivo 

In subsequent periods. 

7.7 DERECOGNITfON 

7.7.1 financial ASSETS , , , . 

The municipality derecognises financial assets using trade dale accounting. The munidpaiily tterecognlses a financial asset only wiren. 

faUhe contracluai fights to the cash flows from the financial asset expire, are settled or v/aived. 


(Dderecognlselhe asset; and . # 

(ii) recognise separately any rights and obligations created or retained in the transfer. 


'■"■'ireSpallwSafinandaillabililyfremils statement offinandsl position 


If the debtor has given 


G^^^arges the liability by paying the creditor, normally v/lllt cash, other fmanclal liabilities , goods or * 

(b) te letairreleased froKt p^riLty responsibility for the liaWlily either by prooess( expires) of law or by the creditor ( cancelled). 

a aueranteo , this condition may Still be met, , 

!:'S " ..d « b. =«... ..d .™.« P»«n»d ft « 

statement of financial positron when and witen , the municipality: 

fit Currenliv has a legally eriforceable right to set off the recognised amounts, ®rtd 

(ii) Intends eilher to settle on a net basis, or to realise the asset and settle the liability slntulteneously 

FOREIGN CURRENCY TRANSACTION 

Transactions in foreign eurrondes are translated to the fundional currency of the municipalily at exchange rates at the dates of the iranseclions. 

the end of the reporting period. 

:Slford!LtntoS«ntb;^^^ 
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0 UWAUTWORISEO EXPeNDITURt= 

Unauthorised expendituro is defined In section 1 of the MFMA as follows: 

"unauihorisGc! expsnclilurdV in feiatibn to a munidpalily. means any experidilyre incurred by a niunicipaiity otheivrise than (n accGrdancev/ilh secfioni6 
or 11(3), anci includos--* 

(a) overspending of the total amount appropriated in the niunicipalily's approved budgelj 

(b) overspending of the total amount appropriated for a vote in tim approved budget; 

(c) expenditure from a vote unrelated to the department or functionai area covered by the vole; 

(d) expenditure of moTioy appropriated for a specific purpose, otherwise titan for that specific purpose; 

(8) spending of an allbcatibn referred to iiv paragraph (b), (c) or (ci) of the definiUon of “allocalion** otherwise limn in accordance v/ilh any conditions of 
the allocation; or 

(f) a grant by the municipality otherv^riso than in accordance v/ith this Act. 


0.1 IDEWTIFIGATION AND INTERMAU REPORTING 

Unauthorised expenditure Is identlflGd through tha municipality's financial system application controls. On Identification of the unauthorised expenditure 
duo to overspending on specific votes, the relevant Head of department la notified, where fur^ds are available on other votes v/rthin the directorate, 
virements are made within the provisions of the virement ppIlGy. If after the provisions of the virement policy are applied, the unauthorised expenditure 
stilt rcmelnsfe^'sl, it Is recorded in the unauthorised expenditure register and reported to the accounting officer, mayor and council in terms of MFfM 
section $2. 


9,2 COUNQIL DECISION AND ACCOUNTtNG TREATMENT 

Unauthorised expenditure that Is incurred before the adjustment budget process Is finalised Is condoned by council through the adjustment budget. 
Unauthorised expenditure that Is ineurred after the adjustments budget Is referred to the Municipal Public Accounts Committee (MPAC) (or investigalion 
and recomn^endation to council. Where MPAC after investigation, recommends to council to certify the unauthorised expei^diture as iffecoverabte and 
v/rite - off, the unoulhorised expenditure is disclosed in the notes to the financial slalernenls as condoned by council. Where MPAC determines after 
investigation, that the unauthorised expenditure must be recovered from the relevant official, the unauthorised expenditure Is recognised as an asset 
(debtor) in the slalentenl of financial position and aisO disclosed in the unauthorised expenditure note as unauthorised expenditure incurred in the 
current financial year. 


9.3 


EXTERNAL REPORTING . ^ ^ ^ ^ 

The accounling officer of the municlpality promptly informs the mayor, Iho MEC for local government in the province and the Auditor - General, in 


writiitg, of: 

(a) Any unauthorised expenditure Incurred by the municipality; 

(b) Whether any person is responsible or under investigation for such unauUtorised expenditure; and 

(c) The steps that have been taken* 

(I) To recover or rectify such expenditure; and 
(il) To prevent a recurrence of such expenditure 


10 IRREGULAR EXPENDITURE 

Irregular expenditure is defined In section 1 of the MFMA as follows: 

‘irregular expenditure*, in relation to a municipality or municipal entity, means— ^ ^ jir* 

(a) expenditure Incurred by a municipality or municipal entity in contravention of, or that is not in accordance v/ilh, a requirement of this Act, and which 

has not been condoned In terms of section 170; ^ ^ , ,u t i 

(b) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a requirement of the Municipal 

Systems Act, and v/lilch has not been condoned in terms of that Act; , „ u.. r. a * 4 

(c) expenditure incurred by a municipality in contravetUion of, or that is not in accordance v/ith, a requirement of the Public Office-Bearers Act, 199D 

(ActNo.20oM996);or . ^ ^ ^ 

(d) expenditure Incurred by a mur^icipality or municipal entity in contravenlion of, or that is not in accordance v/rih, a requirement of the supply ciiajn 
management policy of the municapalily or entity or sny of the munlclpalil/s by-laws giving effect to such policy, and which has not been condoned in 
terms of such policy or by-law, 

but excludes expenditure by a municipality which falls vrithin (he definiUon of ‘unauthorised expenditure . 


10.1 IDENTIFICATION AND INTERNAL REPORTING 

Every expenditure item Is reviewed before payment is made to Identify any Instances of rton-compllance with the relevant Acts and supply ctiain 
management policy oflhe municipality. Where an expenditure item Is identified as Irregular expenditure, it is recorded In the irregular expenditure 
register end reported to the accpunting officer, mayor and council in terms of MFMA seclfon 32, 


10,2 COUNCIL DECISION AND ACCOUNTING TREATMENT 

Irregularexpendilure reported to council is referred to the Municipal Public Accounts Committee (MPAC) for InvesUgatlon and recommendation to 
council Where MPAC after investigation, recommends to council to certify the Irregular expenditure as irrecoverable and write - off, the irregular 
expenditure (s disclosed in the notes to the financial statements as certified and written - off by council as irrccoverabie. Where MPAC detemilnes after 
invesUgalion that the Irregular expenditure must be recovered from the relevant official, the Irregular expenditure Is recognised as an asset (debtor) In 
the statement of financial position and also disclosed In the irregular expenditure note as irregular expenditure incurred In the current financial year. 


10.3 EXTERNAL REPORTING 

The accounting officer of the municipality promptly irfforms the mayor, the MEC for local government in the province and Ih.e Auditor - General, In 
v/fiting, of: 

(a) Any irregular expenditure incurred by the municipality: 

(b) Whether any person is responsible or under investigalion for sucii Irregular expenditure; and 

(c) The steps tf^at have been taken* 

(i) To recover or rectify such expenditure; and 
(li) To prevent a recurrence of such expenditure 
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FRUITLESS AMD WASTEFUL EXRBNWTURE 

Fruitless lirid v^asteful expenditure is defined in section 1 of Itie MFMA as follows: 

‘fruitless and wasteful e^fpendllure* means expenditure that v/as made In vain and would have been avoided had reasonable care been exercised. 

i I 

; j 

11.1 iDENTlRCATIONANDmTERNAi.REFORTfNG 

Every uxpendilufo item Is reviewed before paynient Is made to Identify whether it meets the dednition of ffuittoss and wasleM expenditure, Wliere an 
expenditure item is identified as fruitless and wasteful oxpendiluro, it is recorded In llte fruitless and wasteful expenditure reaisler and reported to tlie 
accounting officer, mayor and council In tenns of MFMA section 32. 

112 COUNCIL OECiaiON AND ACCOUNTING TREATi^ENT 

Fruitless andwastoful expenditure reported to council Is referred to the Municipat Pijblre Accounts Committee (MPAG) for Investigation and 
reconmiendatfon to council. Where MPAG after investigation, recommends lo council to certify the fruitless and vvasteful expenditure as irrecoverable 
and write - off, the fruitless and wasleful expenditure is disclosed In the notes to the financial stateinonls as certified and written - off by council as 
iffecoverablp. Wliere MPAC determines after Investigation, that the fruitless arid wasteful expenditure must be recovered from the relevant official, the 
fruitless and wasteful expenditure Is reGogrtised as an asset (debtor) In the statement of financial position and also disclosed in the frullless end 
wasleful oKpendilufe note as fruitless and wasteful expenditure incurred in the current financial year. 


113 EXTERNAL REPORTING 

The accounting officer of the municipality promptly Informs the mayor, the MEC for local government In the province and ths Auditor - Genera), in 
writing, of: 

(a) Any irregular expenditure incurred by the municipality; 

(b) Whether any person is responsible or under Investigallon for such fruitless and wasteful expenditure; and 

(c) The steps that have been taken- 

(i) To recover or rectify sucii expenditure; and 
(fi) To prevent a recurrence of such expendilure 

12 PROVISIONS 

Provisions are recognised when the nfunicipafity has a present or conslructiva obligation as a result of past events, it Is probable (hat an outflow of 
resources embodying economic benefits \vfil be required to settle the obligation and a reliable estimate of the provision can be made. Provisions are 
reviewed at reporting, date and adjusted to reflect the current best estimate. Where Ihe effect is material, nomcurrent provisions are discounted to their 
present value using a pre-tax discount rate that reflects the markeVs current assessment of the time value of money, adjusted for risks specific to the 
iiabllily (for example in the case of obligations for the rehabilildtion of lend). 

The municipality does not recognise a contingent liability or contingent asset. A conlingenl liability is disclosed unless the possibllily of an outflow of 
resources embaying economic benefits is remote. A contingent asset Is disclosed where an inflow of economic benefits is probable. 

Future fivenla that may affect ihe amount required to settiB an obllgallon are reflected In the amount of a provision where there Is sufficient objective 
evidence that they v/i)l occur. Gains from the expected disposal of assets are not taken Into account in measuring a provision. Provisions are fiol 
recognised for future operating losses. The present obligation under an onerous contract Is recognised and measured as a provision. 

A provision for restructuring costs is recognised only when the follovring criteria over and above the recognition criteria: of a provision have been met; 

(a) The monlcipality has a detailed formal plan for the restructuring (denlifylng at least: 

(b) The municipality has raised a valid expectation In those affected that it vriil carry out the reslructurmg by starting to implement that plan or 
announcing Its main features to those affected by it. 

13 LEASES 

13.1 MUNICIPALITY AS LESSEE 

Leases are classified as finance (eases where substantially all the risks and rewards associated with ownership of an asset are transferred lo the 
municipality. Property, plant and oqiilpment or Intangible assets subject to finance tease agreements are Initially recognised at the lower of (he asset’s 
fair value and the present value of llte minimum lease payments. The corresponding liabilities are initially recognised at the inception of the lease and 
are measured as the sum of the minimum lease payments duo in terms of the lease agreement, discounted for the effect of interest. In discounting lha 
tease payments, the municipality uses the Interest rate that exactly discounts the (ease payments and unguaranteed residuaj value lo the fair value of 
the asset plus any direct costs Incurred. 

Subsequent to Initial recognition, the leased assets are accounted for In accordance with the stated accounting policies applicable to property, plant, 
equipment or intangibles. The (ease fiabflity Is reduced by the (ease payments, which are allocated between the lease finance cost and the copilai 
repayment using the effective interest rate. method. Lease finance costs are expensed v/heri incurred. The accounting policies relating to derecognition 
of financial Instruments are applied to lease payables. The lease asset Is depredated over the shorter of tho asset’s useful life or the lease term. 


Operating teases are tliose teases that do not fall vrithin the scope of the above definifion. Operating (ease rentals are accrued on a stralghMine basis 
over the term of the relevant tease. 

13.2 MUNICIPALITY AS LESSOR 

Under a finance lease, the municipality recognises the lease payments to be received in terms of a lease agreement as an asset (receivable). The 
receivable Is calculated as the sum of all the minimum tease paymenis to be received, plus any unguaranteed residual accruing to the municipality, 
discounted at the interest rale Implicit In the lease. The receivable Is reduced by the capital portion of the lease Instalments received, with the interest 
portion being recognised as Interest revenue on a time proportionate basis. The accounting policies relating to derecognition and impairment of 
financial Instrument s are applied to lease recelvabtes. 

Rental income from operating teases Is recognised on a sfraighHIne basis over (he term of the relevant tease. 

The tariff in respeclof sewerage is based on the value of consumption used from one point of meter supply 
14 REVENUE 

14.1 REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue from exchange transactions refers to revenue that accrued to the munidpalily directly In return for services rendered / goods sold, the value 
of vrhich approximates the consideration received or receivable. 

Service charges relating lo water sre based on consumption. Meters are road on a monthly basis and are recognised as revenue when invoiced. 
Provisional estimates of consumpflori are made monthly when meter readings have not been perfomied. The provisional estimates of consumption are 
recognised as revenue v/horv Invoiced, Adjustments to provisional estimates of consumption are made in the itwoldng period in v/hldi meters have 
been read- These adjustments ore recognised as revenue in. the invoicing period. Further adjustmerfis ore made to lake into account staggered tariffs 
vriiere applicable. The estimates of consumption between meter readlogs are based on o months average reading history. 
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Service ch{ir^es from sev/eraga end senlletion ere based on ttie value of consumption used from one point of meter supply arid this is set out in the 
lariffs of charges approved by Cotmcif. 

Revejiue from (he safe of water prepaid meter cards Is recognized based on consumption except where a reliable eslimate cannot be Jitado after every 
reasonable effort to gather appropriate Information had been made. In these Instances, revenue is recognized at the point of sale. 

Interest revenue is recogrrised on a time pro|>ortion basis. 

Rovenuo front the renlal of facilities and equipment is recognised bn a straighHine basis over the term of Uie lease agreemenL 
Revenue from the sale of gobds Is recognised when substantially all the risks and rev/ards in those goods is passed to the consumer. 

Revenue arising out of Situations v/Iiere tlte municipality acts as an agent on behalf of another entity (Um principal) Is limited to the amount of any fee or 
commission payable to tfte municipalily as compensation for executing the agreed services. 

14.a RBVENUaPROM NON - GXCNANGE TRANSACTIONS 

Revoituo from non-exchange iransactions are transactions where the municipality receives revenue and provide no or a r^ominal consideration directiy 
in return. 

A transaction can be a combination of exctmnge and non-exchange (ransaclions. In these instances tlie municipality determines what portion of the 
transaction fs an exchange transaction end what portion is a non-exchange transaction. and then recognise it separately. 

Most non-exchange transactions that tiio municipalily enters Into Involve stipulations on transferred assets are In terms in laws or regulations, or a 
binding arrangamenMmposed upon the use of a transferred asset by entiiles external to the municipality. Stipulations can either be in the form of 
conditions or in the form of restrictions. For boih conditions and restrictions the municipalily may be required to use the transferred asset for a particular 
purpose. The municipality uses substance over form to determine wlielher a slipulalior) 1$ a condilion or restriction. 


14.3 RECOGNITION 

An inflow of resources from a non-exchange transaction, other than services In-kind, that meets the definition of an asset are recognised as an asset 
when ail of the following cfileria have been satisfied: 

An Inflow of resources from a non-exchange transaction recognised as an asset Is recognised as revenue, except to the extent that a liability Is also 
recognised in respect of the same Infiov/ {vvhlch is the case when a stipulation is a condition). 

Liabilities are recognised for conditions to be met v/hich is attaciied to the transferred asset. The liability is discharged and revenue recognised as the 
conditions are satisfied. 

The municipalily does not recognise service in • kind. 

The municipaiily recognises revenue from vat refunds on cash basis. 

14.4 MEASUREMENT 

Non-monetaiy assets such as property, plant and equipment, Investment property and Inventory, acquired through a non-exchange transaction, are 
Initially measured at its fair value on acquisition dale. 

Monetary assets arising, out of a contractual agreement, such as cash and receivables, are Initially measured at fair value on acquisition dale. 

Revenue is measured at the amount equal to the Increase in net assets (Le. the net effect). 

The amount recognised as a liability is the best estimate of the amount required to settle the present obligation at the reporting date. 

Revenue from vat refunds Is measured at gross amounts. 

16 BORROWING COSTS 

Borrowing costs that are directiy altribulabla to the acquisition, construction or production of qualifying assets are capitalised to the cost of that asset 
unless it Is Inappropriate (o do so. The mur^iclpality ceases the capitalisation of borrowing costs when substantially all the acttvllles to prepare the asset 
for its Intended use or safe are complete. It is considered Inappropriate to capilallso borrowing costs where the link behveen the funds borrowed and 
the capital asset acquired cannot be adequately established. Borrowing costs incurred other than on qualifying assets are recognised a$ an expense in 
surplus or deficit when incurred. 

16 employees BENEFITS 

10.1 SHORT-TERM EMPLOYEE benefits 

The cost Of short'lemi employee benefits, (those payable vvllhin 12 months after the service is rendered, such as paid vacation leave and sick leave, 
bonuses, and non-monetary benefils such as medical care), are recognised In the period in whicii the service is rendered. 

The expected cost of compensated absences is recognised as ah expense as the employees render services that increase tlieir entitlement or, in the 
case of non-accumulating absences, svhen the absence occurs. 

The expected cost of bonus payments Is recognised as an expense when there is a legal or conslructivo obligation to make such payments as a result 
of past service or performance and the obligation can be estimated reliably. 

Liabilities for short-term employee benefits that are unpaid at year-end are measured at the Undiscounted amount that (he municipality expects to pay in 
exciiange for that service and had accumulated at the reporting date. 
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i>OST>. r:MPLOYMEWTBl:NKf?ITS 
16.^1 DEriMaDCONrmBUriGM PUWS 

A denned contribution pJao Is a plan under svlilch the munidpalily pays fixed eonlobulions Info a separate enlily. The munlcipaEy lYas no loyal or 
constructive obligation to pay fuithef contributions if the fund does not hold suFfidenI assets to pay all emptoyees the benefits relalioy to sorvico la the 
current or prior periods. 

The municipality's contributions to the defined conlributlon funds ere established in terms of the rtiles yovomlnQ those plarYS; CojYlributior^s are 
recoyoised In surplus or deficit In the period In which tlia servico Is rendered by the relevant employees, unless another standard requires or pernfits 
the inclusion of the contribution in the cost of an asset. Prepaid contribuUons are recognised as an asset to the extent that a cash refund ora reduction 
In future payments Is available. 

The expected cost of bonus payments is recogmsed as arr expense when there is a legal or constructive obligation to make such. payments as a result 
of past service or performance and the obligation can be estimated reliably. 

Where contributions to a defined contribution plan do not fait due v/holly within (v/eJve months after end of the period In which the employees render tfie 
related service, they are discounted using a risH'ffeO rate determined by reference to market yields at the reporting dale on government bonds, or by 
reference to morkol yields on high quality corporate bonds, The muhlclpality contributes to various nallonal-and provincial-administered defined benefit 
plans on behalf of its qualifying employees. These funds are multfiempioyer plans and ere accounted for as defined contribution plans as there is no 
consistent and reliable basis available for allocating the obligation, plan assets and cost to individual municipalities participaliiig In (he pian. The 
contributions to fund obligations for the payment of retirement benefits are expensed In the year it becomes payabfe. These mullfiempfoyer plans are 
actuarialiy valued annually on a nalional-or provinciM level using the projected unit credit method. Deficits are recovered through lump sum payments 
or increased future contributions on a proportional basis from all participating municipalities. Payments made to industry-managed {or stale plans) 
retirement benafil schemes, are dealt witivas defined contribution plans where the muoidpaiity'.s obligation under the schemes is equivalent (o those 
arising In a defined contribution retirement benefit plan. 


16.2.2 DEFINED BENEFITS PLANS 

A defined benefit plan Is a post-employment benefit plan other than a defined ccnlribulion plan, tl defines an amount of benefit that an employee vrill 
receive on retirement. The municipali(y*$ net obligation In respect of defined benefit plans Is calcuialed separately for each plan by estimating the 
amount of future benefits that employees have earned In return for their service In the current and prior periods. These benofiis are discounted to 
determine Its present value. The amount recognised In the statement of financial position represents the present vaiuo of the defined benefit obilgation 
as adjusted for unrecognised actuarial gains and tosses and unrecognised past senrioe costs, and reduced by tlYO fair value of plan assets. 

The discount rale Is the yield at the reporting date on M credit-rated bonds that have maturity dates approximating the terms of the municipality's 
obligations and that are denominated In the same currency In which . the benefits are expected to be paid. The calciilaliorY Is performed annually by a 
qualified actuary Using the projected unit credit method. W^en the calculation results In a benefit to the municipality, the recognised asset Is limited to 
the total of any unrecognised past service costs and the present value of economic benefits available In the form of atYy future refunds from the plan or 
reductions In future contribuUons to the plan. In order to calculate the present value of economic benefits, consideration Is given to any minimum 
funding requlrenYerits that apply to any plan In the municipality. An economic benefit is available to the municipality If It is reallsablo during the life of the 
plan, or on seUlemont of the plan llabilittos. 

The expected cost of bonus paymenls Is recognised as an expanse when there is a legal or constructive obligalion to make such payments as a result 
of past: service or performance and the obligation can be estimaled reliably. 

When it is virtually certain that another party vritl reimburse some or ell of the expenditure required to settle a defined benefit obligation, the right to 
reimbursement is recognised as a separate asset. The asset Is measured at fair value. In all other respects, the asset Is treated In the same v/ay as 
plan ossoto, Tho cxpcnco rotollng to a defined banefit plan Is presented as the not of the amount recognised for a roimbursomont. 

When the benefits of a plan are Improved, the portion of the Increased benefit relating to past service by emptoyees Is recognised in surplus or deficit 
on 3 straight-line basis over the average period until the benefits become vested. To the extent diet the benefits vest immediately, the expense Is 
recognised Imniedialely in surplus or deficit. 

The municlpaiay Immediately recognises all actuarial gains and losses arising from defined benefit plans direcKy in net assets. 


16.2.3 OTHER LONG -TERM BENEFITS PUNS 

long service awards are provided to emptoyees v/lio achieve certain pre-delermlncd milestones of service v/ithin the municipality. 

The munlcIpalH/s net obligalion In respect of long service awards Is the amount of future benefit that emptoyees have earned in return for their service 
In the current and prior periods. Tho benefit is discounted To determine Its present value and the fair value of any related assets is deducted to 
determine (he net obligation. 

The discount rate Is Hie yield at the reporting date on AA credll-rated bonds that have maturity dales approximating the terms of the munlclpelit/s 
obligations. The calculation Is performed using the projected unit credit method. Any acluarlel gains and tosses are recognised In surplus or deficit In 
the period In v/h(ch they arise. 

16.2.4 TERMINATION BENEFITS 

Termination benefits are recognised as an expense v/hen the municipality Is committed demonstrably, without realistic possibility of vrithdrav/al, to a 
formal detailed plan to either iefminate employmeni before the normal retirement date, or to provide termination benefils as a result of an offer made to 
encourage voluntary redundancy. Termination benefits for Voluntary redundancies are recognised as an expense If the munidpaiUy has made an offer 
of voluntary redundancy, it Is probable that the offer v/ill be accepted, and the number of acceptances can be estimated reliably. If benefits ere payable 
more than 12 mpnlhs alter the reportliig period, then they are discounted to their present value. 


17 VALUE ADDED TAX (VAT) 

The munlcipalily accounts for VAT on the cash basis. The municipality Is liable to account for VAT at (he standard rate (14%) In terms ofseefion 7 (1) 
(a) of the VAT Act in respect of the supply of goods or services, except whore the supplies are specifically zero-rated In terms of section 11, exempted 
In terms of section 12 of the VAT Act or Is out of scope for VAT purposes. The municipality accounts for VAT on a monthly basis. 
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IMPAIRMENT OF ASSETS 


Primary objeclivo for cash gensraling assels is to generate s commercial return and the primary objecliv© for non- cash generating asset is sojvico 
delivery. The municipality uses the foiiov/ing sets of questions as a criteria to distinguish belwcen casti generaling and non-cash gotiGraling assets: 

(a) Was the asset acquired to gcfterate a commercial return? 

(b) Does ItiG asset operalo lirdependantly from other assets? 

(c) Does the asset generate cash flov/s independeritly from other assets? 

If the answer is yes to all of these questions, then (he municipality eccounls for the asset as a cash generating asset. If (ho above criteria is not met, 
the municipality accounts for the asset as non-cash generating asset 


The municipality assesses at each reporting dale whether there Is any indieetiori that an asset may be impaired. If any such indicalion o»'st$, the 
municipality estimates the recoverable service amount of tfie asset. 

Irraspecli VO of Nvhether tliere is any indicalion of Impairment, the municipality also; 

tests intangibfo assets v/ith an IndefinUo useful life or intongiblo assets not yot avatlablo for uso for impairment annuslly by comparing its carrying 
amount with its recoverabla amount. This Impairment test Is performed during the annual period and at the same time every period. 

If there is any Indication that an asset may be impaired, the recoverable service amount is estimated for the individual asset. If it is not possible to 
estimate the recoverable service amount of the individual asset, the recoverable service amount of the cash-generating urtll to vriildi the asset belongs 
Is determined. 


The recoverable service amount of an asset or a non - cash generating unit is the higher of its fair value less costs to sell and its value in use. Tfie 
recoverable carrying amount is higher of its fair value less cost to sell and its value In use, 

Value In use of a cash generating asset Is determined as the present value ofthe estimated fulure cash flows expected to be derived from the 
continuing u$o of an asset and from its disposal at the end of its useful life. Value in use of a non cash generating asset Is determined as the present 
value ofthe asset's remaining service polential. 

If the recoverable service amount of an asset is less than its carrying arnounl, the carrying amount of the asset Is reduced (o Its recoverable service 
amount That foduclion Is an impairment loss. 

An impairment loss of assets carried at cost less any accumulated depreciation or amortisalion Is recognised immediately In surplus or deficit. Any 
Impairment loss of a revalued asset is treated as a revelualipn decrease, 


An Imparrmanl ipss is: recognised for cash-generating units if the recoverable service amount of the unit is less than the carrying amount of the unit. 
The impairment loss (s allocated to reduce the carrying amount of the assets of the unit as follows: 

- to the assets of the unit, pro rata on llio basis of the cafrying amount of each asset In the unit. 

The municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior periods for assets may no 
longer exist or may have decreased. If any such indication exists, the recovorablo service amounts of those assets are estimated. 

The increased carrying amount of an asset attributable to a reversal of an Impairment loss does not exceed the carrying amount that would have been 
determined had no Impairment loss been recogriised for the asset in prior periods. 

A reversal of an Impairment loss of assets carried at cost loss accumulated depredation or amortisalion is recognised Immediately in surplus or deficit. 
Any reversal of an Impairment loss of a revalued asset is treated as a revaluation increase. 


ILRMBS DISTRICT WUNICIPAUTY 
Mores TO THIH PIMANCIAL STATmeMTS 
A$ at 30 JUII 0 2O16 


TRADE AND OTRER RECEIVABLES FROM Pfovlslort for Bpil 

2 EXCHANGE TRANSACTIONS Groso Balances debts WetBnIance 

Trads recelvebtes ^ 

asatSO Jwne2015 
Service debtors 


Water and Sewerage 
Direct Deposits 
Total 

Other Rocoivables 
Umngenl v/alof debtor 
Accrued Interest 
Jien^be Enterprise 
Oulsianding deposKs 
Sundry Debtors 
Other debtors 
RD Cheques 

Sundry Debtors - FA/V Expenditure 
AckncftMedgemenl of debt 
Vat recelvabie 
Total other Receivables 


VAT i$ payable or> the receipts basts, VAT is paid over 
to SARC or>ly once payrrient la received from debtors. 
Total Trade and other receivables 

as at Juno ^014 
Service debtors 

Water and Sewerage 
Direct Deposits 
Total 

Other rocelvabto$ 

UmngenlAvalef debtor 
Accrued interest 
lierttbe Enterprise 
Outstanding deposits 
Other debtors 

Acknovriedgament Of Debts 
Other receivables 

Total Trade a«t<l other receivables 

Sunmiarv of Debtors bv CtistomorClassincatLoa 


as at 30 June 2016 
Current (0-- 30 days) 

31 -60 Days 
61 -90 Days 
01 -120 Days 
121-365 Days 
+ 305 Pays 
Sub-total 

Less: Provision for doubtful debts 
Total debtors by customer classincatlon 


at 30 June 2014 
Current{O“30days) 

31 * 60 Days 
61 - 90 bays 
91-120 Pays 
121 - 365 Days 
+ 365 Days 
Sub-total 

less: provision for doubtful debts 
Total debtors by customer classification 


209 575 679 

88 802177 

120 713 502 

(2017 332) 

V. 

(2 017 332) 

207 658347 

88 882177 

118696170 

334 850 


334 8.58 

35624 


35524 

1512610 


1612610 

324035 

- 


4 479 271 

- 

4 479 271 

3685 

- 

3 685 

15015 

10 000 

6 015 

403467 


403 467 

10 731 280 

- 

10731 280 

17 839 745 

10 000 

17 605 710 


226398 092 

88872177 

136 201 879 


166 710220 
(426628) 

75655 325 

$1 054 895 
(426 628) 

166 283 692 

76 665 326 

90 628 287 


5730444 

•- 

6730444 

80137 

- 

80137 

402 924 


402 924 

996961 


996 901 

11748 661 


11 748 661 

480679 


489 679 

19448 807 


19 448 807 


186 732399 

78 868325 

110077 074 

Residential 

Industflal/Coinmo 

rclal 

National anti 
Provincial 
Govornment 

R 

R 

R 

10383102.40 
8 758 160 
7 724 020 
0 892410 
7 313565 
160016364 

989 034 
2586947 

470 919 
151941 
125132 

2 677137 

1 628 942 

1 438 393 
658317 
524 142 
478212 

6 858 070 

191 088492 
(88 862 177) 

0 901111 

11 586 076^ 

102 228316 

0 901 111 

11 586 076 

14 935310 
10 624318 

5 754 688 
3851 526 
5 204 140 
109 146 048 

476654 

306 063 
386048 
102493 

309 096 

2 358 672 

1 008 243 
809 876 
468 405 
387 334 
274 236 

4 407 072 

166 416 028 
(75655 325) 

3639025 

7 356167 

79 700 703 

3 939 025 

7 366167 
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ILEMBK DISTRICT MUMiCtPAUW 
NOTES TO THE FINANCIAL STAYEMEWY3 
Af} Tit 30 juni}?.01& 



Currenl (0-30 days) 
31 -60 Days 
01 - 00 Days 
gi-iaODays 
121-305 03 /$ 

+ 365 Days 
Tola! 


Roconclltatlon of f?io tfoublfuT dob! provision 


esIancoLalbagfftfllAO Pf Ihe year 
Coniribuaons to provision 
Bad debts recovered 

Doubtful debls ^yriUen off against provision 
Ditlancd at and of year 

3 CASH AND CASH EQUIVALENTS 


Cash and cash oqolvalonis consist of tlje foUov/lng; 
Potty cash and cash on harnl 
Bank siaiemont balance 


Tire Municipality has the follovnng bank accounts: *• 


2016 

2014 

R 

R 


13 001 160 

16 420 207 

12 763600 

17640 266 

8 854 057 

0609142 

7568403 

4341 352 

7 916699 

5787 472 

150 451 661 

115011791 

209 675679 

160710220 


75 655 325 

75 694 159 

40409419 

18 647 232 

(3402441) 

3242 654 

(23 600 126) 

(21 $28720) 

88 862 177 

76 6S6 326 


24 000 

24 000 

31 839 090 

44 814 379 

31 863096 

44 838 379 


y^qtpfe pBKAgP-OJjflt 


ABSAQank Account ^ Du/ban Branch 
AGComtNvmbsr <057678321 - Current Account 


Cash book baianep at beginning of year 

3862 941 

I t 690 586 

Cash book balance at end of year 

1426 369 

3 862 941 

Bank statement balance at beginning ol year 

3 190450 

10 665 280 

Bank slalemenl balance at end of year 

1 863 088 

3190 4S0 

Salaries Bank Account 



First Ndtfonat Bank • Durban B/anch 

Account Numt^r620(>OS62365 - Ct/rrenf Accounf 



Cash book balance at beginning of year 

271645 

51413 

Cash book balance at end of year 

109274 

271 646 

Bank slalenient bafance at beginning of year 

271 645 

SI 403 

Bank statement balance at end of year 

109 404 

271 646 

Main Bank Account 



First National B&nkA(XQuni - Dutban Branch 

Account Number SOB5i2i 1546 : Ct/nenf Accoun/ 

Cash book balance at beginning of year 

1640020 

1 251 477 

Cash bock balance at end of year 

7 609 628 

1 640 820 

Bank statement balance at beginning of year 

2397 916 

1 275 020 

Bank statement balance at end of year 

7 854 670 

2 397 916 

Revenue Dank Account 

FirstNetronal Bank- Durban Branch 

Account Number 62409366722 : Currorit Account 

Cash book balance at beginning of year 

2632 166 

780 588 

Cash book balance at end of year 

1677 072 

2632166 

Bank statement balance at beginning of year 

2734324 

819 057 

Bank statement balance at end of year 

1 747 076 

2 734 324 


First Nathna) Bank * Durban Branch 
Account Numbor 620467 i^41 - Cunonf Accounf 


Cash book balance at beginning of year 

0 063 597 

406 572 

Cash book balance at end of year 

1 607 621 

9 063 597 

Bank Slaiemant bolancc at beginning of year 

9 063597 

406 572 

Bank slalemenl balance at end of year 

1607621 

9 063 697 

inter Bank Transfers 

- 

- 


fLEMBn DIST^IGY WUKICIPAUTY 
NOTES TO THe FINANCPALaTAXeML'WTS 
Asal30JtJno20!5 


[rtveslmoiU C urrent Account 
ADSABankAccoOnl-Oufbdn dranch 
Account Number 911454125$: Ca^ Account 

Bank $l8lemcni batanc« at lha beQJnlno of Ih&yoar 
Bank slalernsnl balaoce at the end of the year 

tovostment Corrent Account 
AflSA Dank Account - Oufbah Branch 
Account Nufnbar9i$5$53524: Caraccount 

Bonk statement balance at the bea'nlng of the year 
Bank statentent balanco at the end of tho year 

(nvoalmertt Current Account 
ABSA Bonk Account^ Durban Branch 
Account Nombor 90959506$$: OaM Account 

Bonk state merit, balance at the boglnlna of the year 
Bank statement balanco at the end of llio year 

tnvestmont Current Account 
ABSA Bank Account * Durban Branch 
Account Number 92 1$95$71f - CeV Account 

Bank stalemenibalanco at the beglnlng of the year 
Bonk statement balanco at tho end of Uia year 

Investment C urrent Account 

First NaOon&I Bank Account - Owban Branch 

Account Number 610$5057O9$ : Cat! Account 

Bonk statement balance at tlie bcglnlng of the year 
Bonk staiemont balanco at the end of the year 

investment Cuffcnt Account 

First Nat^nal Bank Account - Durban Branch 

Accoufii Number 7410434620 $ ; Cat! Accovrit 

Bank statement balance althfi beglnlng of the year 
Bank statement balanco at tlie end of tho year 

[^vestment Current AccouQt 

First Natsonat Bank Account* Durban Branch 

Account Number 74463546694 : CaH Account 

Bank slatoment balanco at the begining of tho year 
Bank statement balanco at the and of the year 

investment C urrent Account 
First Natfonaf Bank 

AccountNumbsr62313S$2309: r;all Account 

Bank siaiement balanco at the begining of the year 
Bank slatoment balance at tlie end of the.year 


2016 

R 


110053 

111670 


2060$ 
21 302 


10896 
17 602 


21 693 U4 
11816 


1095 
10 269 249 


455 540 
465640 


669084 


778933 
7 620 776 


2014 

R 


104 639 
107817 


10999 

20665 


16444 

16896 


1611002 
21 693144 


54 804 
1096 


433943 

466640 


069 084 


4 521 993 
778 933 
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ILCMBfi DISTRICT MUNICIPAL ITY 
MOT^S TO THE riNAWCIAU STATeMENTS 
As at 30 Jims 2015 


lii VOS tmontCuf foot Ac^^quoI 
p}fs(Net!onat Bank Account - Duibaii Bmch 
Account Number m2S50m7: Cett Account 

Bank Siateoicnl bsfanco at Uje bcgloJng of Uta year 
Bank statement baianca at Uw end of Uio year 

lovestniont Cuffont Account 
Siantfurd Bank Account - Durban Drench 
AccountNamber 293302 : Gaft Account 

Bank slalament balance at the bcgJnlng of the year 
Bank statomeol balance at Iho end of Ilia year 

Investnieni Cti front Account 
Jnvesiec Dank Account- Durban Branch 
Account Number 60003100564 1 Call Account 

Bank slatenient balance at the bsglntng of the year 
Bank stalementbalanco at the end of the year 

bwestmont Corfont Acefl ufli 
Rand Merchant Bank Account 
Account Numbarxsozmooeo : Ca^ Account 

Bank stalement balance at the beaming of the year 
Bank eialement baianco at the end of the year 

Potty cash and cash on hand 

Total Invostments 

Bank Statement Bgle ncp 

Cash book balance at beginning of year 

Caslibook balance at year end 


\ tnADE AND OTHER RECEIVABLES FROffl NON^BXCHAMGE TRANSACTIONS 


KwaDcrkoio Municipality 

Nd\‘/ediveToy/n DevelopmM 

Ocparlmonlof Water Affairs {Emergency Drought Relief) 

MunlcTpal Infraslrucire Grant 

Municipal Water infraslfucture Grant 

Ooparimenl of Water Affairs ( UBWSS) 

Total Olhor Debtors 


6 OTHER NON CURRENT FINANCIAL ASSETS 
Investmenla In niunlclpaf entity - Enterprise ilernbe Development Agency 


2 b 15 

2014 

R 

R 

t 160 

49 876 

1222 

1160 


1 948 834 



3201 37 T 



3 20 ! 377 

210836 


222 140 

210 836 

24000 

24 008 

18 767 203 

27166447 

13 081 854 

17 581 $32 

17471 168 

14 189 616 

12 255 863 

17471 168 

ACTIONS 



772426 

217256 


20034 984 


11905884 


14787180 


27240702 

10 674 083 

74188 007 

19446 50 $ 

too 

too 
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IlCMBe dlSTBtCV MUJ^ICjPAin Y 
NOTES to 1fHE FINANCIAL STATEMENTS 
As at 30 Jimo 201$ 


6 INVENTORIES 

Opanlng faafaaca of Invoniprlas: 
Consumablo slores - at Nai RepJacomenl Cost 
Water 

MoyoAionisj 
Consumable slores 
Water 

Closing ba fa nco of InvenioHes: 

Consumable stores 
Water 


r NON^CURRENT RECEIVABLES 
Staff loans 

Loss: Provision forbad debts 
Total 

TImso loacis v/erc as a resuH orbursades granted to 
oedaln staff members as pari ofa bursary sell emO 
0 pl>foved by counefl (n previous fif\ancla! years. 


2016 

2014 

R 

R 

7 Q70 439 

5 062 103 

0015 465 

4 770 977 

202 974 

291 200 

7 862 652 

2016 268 

7 707 821 

2 044 468 

164 030 

(20232) 

i A 941 091 

7 078 439 

14 523 280 

0 815 4GS 

417 804 

202 974 

236 494 

253 801 

(2304941 

(236494) 

17 307 


8 INVESTMENTS 


riminglsUnstfurTiont;^ 

AOSA zero coupon investment 22 962 423 21 649 063 

Tills invostnient has. bOcn coded as security against the 
long lerni loan from ABSA disclosed tn Note 15 




